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W affirm that:

We are centified public accourntants licensed to practice in Michigan,
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Check each applicahle box below, (Seo instructions for further detail

All required companent unilsfundsfagencies of the bocal unil are included in the financial statements and/or disclozed in Lhe
reparling entily notes ta the financial statements as Necessary,

Tnere are no accurnulated deficits in one or more of this unif's unneserved fund balancesiunrestricted net assets
(P.A. 275 of 1380) or e local unit has not excecded its budget {or exgenditures.

Thi Ingal unit is in compliance with the Uniform Chan of Accounts issued by the Dezartment of Treasury.
The Incal unit has adopted a budsgel for all required {urkds,

A public hoaring on the brdgel was held in accorgance with State stalute,

The local unit has not viokated the Municipal Finanoe Act, an order issued under the Emergency Municipal Loan Act, or
other guidanca gs issued by the Local Audit 2nd Finance Division.

The lacal unit has nok been delinquent in distibuling tax revenues that were collected for another taxing unit.
The iocal unit anly halds deposiisfinvesiments hat comply with stalutony requirements.

Tha iocai unit has no ifegal ar unauthorized expenditures thal came to our attention as defined in the Buletin for
Auvdits of Local Units of Government in Michigar, as revised (seq Appendix H of Bulleting,

There are o indications of defatcation, fravd or embezzlament, which came to our aflention during the course of our audit
that have not been previcusly communicated © the Local Audit and Finance Bivigion (LAFD), If fhere is such activity that has
not been communicated, please submit 5 separate reaont under separale cowsr,

The loca! unit is free of repeated comments rom previous yearns.,
The audit cpiniorn is UMQUALIFIED.

The lncat unit has complied with GASB 34 or GASE 24 as modified by MCGAA Statement #7 and other generally
accepted acoounting principles (GAAR).

Thi board or council approves all invoices prior lo payment as required by charer or statute.

Te our knowledge, bank recancilialions that were reviewsd weare parformed lirnely.

If & lecal unit of government {autharlies and commissions moluded) is operating within e boundaries of the audited emity and s not
inzleded in this or any other audit eepaet, nor do they obtain a stand-alone audit, please enclose the namels), addressies), and a
description{s) of the autharity andfar cammrssion.

|, the undersigned, certify thal this stakemcnt is complete and accurate in all respects.

We have enclosed the following: | Enctosed | Mot Required {entes a brief Justifcation)

Financial Statements

The letier of Comments and Recommendations
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BOMWMAED L. Wl RECWSHI, CFA.
COUGLAS B, ATRING, CFA-

Board of Trustees
Jackson Dhstrict Library
Jackson, Michigan

Marxowskl & COMPANY
CERTIFIED PUBLIC ACCOUMTANTS
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JACKSON, MICHIGAN 46203
PHOME (517 182-9351
FAX (517 782-0500

INDEPENDENT AUDITOR'S REFORYT

MEMBERS:
AMERICAN INSTITUTE OOF

CERTIFIED PLBLIC ACCOURNTANTS
MICHIGAMN ASSOLIATION OF

CERTIAED PURLIC ACCOLINTANTS

We bhave audited the accompanying financial statements of the JACKSON DISTRICT
LIBRARY, as of and for the year ended December 31, 2007, as listed in the table of contents.
These financial statcments are the responsibility of the Jackson Destrict Library’s management.
(nr responsibility is 1o cxpress an opinion on these basic {inancial statements based on our

andit,

We conducted cur audit in accordanes with auditing standards penerally avcepted in the United
States of America. Those standards require that we plan and perform the audit 10 Oblain
reasanable assurance about whether the Gnancial statements are free of matenal misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the basic financial statements.  An audif alse mcludes assessing the acconnting principles
used and significant estirnates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to abowe present fairly, in all material
respects, the financial position of the Jackson DHstrict Library as of December 31, 2007, and the
respective changes i financial position for the yvear then ended in conformity with auditing
standards generally aceepted in the United States of America.

The Managementi’s Discussion and Analysis, required supplementary information, and
additional information presented on pages 2-3, 23-25 and 26-27 respectively arc not a required
part of the hasic financial statements but are supplementary financial information required by
accounting principles generally accepted in the United Staies of America, We have applied
certaim limited procedures, which consisted prmcipally of inqeiries of management regarding
the methods of measurement and prosentation of the required supplementary information.

However, we did not audit fhe information and express no opinion on it.

MARKOWSEI & COMPANY CPAs

Jackson, Michigan
May 12, 2008



Management’s Discussion and Apalysis
Introduction

This discussion and analysts of the Jackson Distrigt Library’s financial performance provides
an gverview of the Library’s financial activities for the fiscul yeur ended December 31, 2007

Financial Highlights

= The Library assets at the close of December 31, 2007 exceeded its liabilities by
854,038,739 (net assetz). Of this amount, unrestricted net assets of $1.531,397 may be
used to meet the Library's ongoing obligations.

* The total met assels of the Library docrcased by 5(194,333) duritng the year.

= At the close of the cumrent fiscal year, the Library's governmental fumds reported
combined ending fund balances of $2,015,125 a decrease of $431,476 in companson
with the prior year. Approximately 90% or 51,814,738 of unreserved fund balance is
available for spending at the Library’s discretion. Of this amount, 27% o
B300.000 has been designated by the Library’s board for specific uses including
building upgrades and expansion, technology, and other board plans.

Overview of Financial Statemenis

This audit report consists of the independent auditor’s report, managentent discussion and
analysis, basic fnancial stalements, required supplementary information and additional
information,

The basic financial statements compnss govermmenl-wile finascial stalements and fund
financial statements focusing on the Library in more detail. The financial statements also
gontain notes to explain some of the information in the statements and provide mores detailed
data.

Government-Wide Financial Statemenis

The govemment-wide statements provide information to readers with a broad overview of the
Library's finances, similar 1o the povate business scetor. The statement of net assets includes
information on ail of the Library’s assets and Labilitics, with differcnees between the twa
reported az net assets, Over lime, mereases or decreases in net assets may serve asg a ugeful
indicator of whether the Library's financial position 13 improving or deterorating.

The statement of activities prescats nformation showing how the government™s net assets
changed during the most recent fiscal year, All changes m nel assets are reported as the change
occurs, regardless of the timing of related cash flows, Thuos, reveoucs and expenses arc
reported in this statement for some items that will enly result in cash flows in fnture fiseal
petiods such as earned but unused vacation leave.



Mapagement’s Discussion and Analysis

Government-Wide Financial Statements (Continued)

In a condensed format, the following shows the net assets and changes to net assets as of
December 31, 2007:

Goveromental
Aativibies
2007 2006

Assats 5 8257654 3 8,363,731
Eiabilities 4,21% 805 4,130,659
Net Asgets

Invested in Capital Assets, net 2,334 037 2080515

Restricted 173,305 157,330

Lnrestricted 1,531,397 1,847,247
Total et Assets s 403875¢ % 4235082
Eevenues

Property taxes 5 3578570 3% 3,424,120

State shared revenues 125,240 114,433

Charges for services 241,243 220,986

Penal fincs 470237 467 471

Investrnent income 166,381 176,648

Contributions and grants 162,476 460,506

Oither revenues 59.82) 21,081
Total revenues 4313018 4 886 555
Expenditures

Cuolture and recreation 5,009 351 4.6240,909
Change in Net Assets kY (1963337 3% 259 646

Fund Financial Statements

The fund financial stetements provide more detailed information that is used to help maintain
contrel over the Libracy's resources, Like other state and local govermments, fund accounting
is used to cosure and demonstrate compliance with finance-related legal requirements.

Financial Analysis
As nated earlier, net assets may serve as a useful mdjcator of the Library’s financial position.

As viewed in the statement of Government Activities, assets exceeded liabilities by 34,038,759
and total net assets decreased by 5(196,333) dunag the year.

n3n



Management's Discussion and Analysis

Capital Asset and Long-Term Debt Actlivity

The Library™s investment in capital assets as of December 31, 2007, amounted to $2,334,037
fnet of accummlated depreciation). This investment in capital assets includes property,
equipment and bocks and related materials.

Major capital asset events during the fiscal year included the followmp:

= E274 513 was invested in improvements to a donated branch library building.

»  £362,493 was invested in books and related Libzary matenials.

v 574,000 was mvested in technology/computers; and updating the branches with
wireless technology.

Funding Issucs

While the Library collected 33578370 in property taxcs 1n 2007, this reflected a modest
increase of 4.5% over 2008, compared to a 4.0% merease w 2006 collections over 2003,
Furthermmore the $479,237 in penal fines received in 2007 showed o4 small wercase of 2.5% in
2007 over the 2004 receipts.

Like most other publicly funded governmental units in Michigan, the Library bas alse besn
subjeet 1o the results of the instability of state revenues in recent years. Likewise, it is affected
by Headley Amendment rollbacks and tax abatements which prevent property tax revenues
from growing al the original rate of a voted millage. Although the Library passed a 20-year
millage at a mate of 1.00 mills in 1996, the current rate has fallen to .B593 of a mill as of
December 2007,

Against this hackdrop, it s particularly disturbing to note that the Jackson County
administration has projected steadily declining property tax receipts over the next several vears.
The County forecasts declines of 5% in 2009, 3% in 2010 and 1% in 2011, More alarmingly,
there has been a 200% increass in property foreclosures since 2005 in Jackson County. Statc
shared revenues continue to be an uncertain revenue source for the future. The Michigan Siatc
Legistature @5 comtinaously reviewing this in light of the State of Michigan's budget
constraints. Libraries across the state must campaipn regularly before lepislative committees to
shemw how Tibraries serve Michigan residents and businesses to keep the state shared revenue
resources for libraries,

In August 2007, Jackson County voters terited down a ballet propesal to upgrade the Library's
aging and deteriorating facilities and provide expanded pregrams and services to meet the
growing expeclations and demands for lihrary services from users countywide, In a difficult
economic environment where the prospect of obtaining additional operating revenues is bleak,
it will be imperative for the Board to ensure that the Library does not continue to draw dewn on
itz rapidly dwindling reserves wlule continuing to provide high quality services o Jackson
County residents.



Management’s Discussion and Analysis

Funding Issucs (Continued)

The Library Board lhas recently addressed the issue of retiree health insurance under new
guidelines as set forth by the Government Accounting Standards Board (GASB}. Effective July
1, 2007 new empleves hired will not be eligible for retiree health care. Also effective July 1,
2007 current individuals whe retire from the Jackson District Library must be age 60 or older
with 12 or more years of service to receive the added benefit of retiree health insurance. The
board will anby contribute toward the cost of health care coverage an amount equal to that
which it makes on behalf of active emplovees. Beginning in 2009, this liability will be required
ta he recorded i the financial statements of the Library. An actuarial study has Dbeen
completed, but may need to be redone in light of the new retiree health care guidelines, to
determing 1he amount of this liability for the Board to establish a plan to meet this liability.

Budget Privrities or 2008

Since many of the Library’s outside funding resources are unstable, the Board will monitor the
2008 fiscal budget closely throughoul the vear to make sure the Jackson District Library
maintains a balanced budyet. The Board approved reductions in several program and service
areas to ensure that the Library does ool have to draw down on 45 fund balance. The major
priority for the Library in 2008 iz to upgrade its wechnology infrasiructure to ensure thal it
meets the growing demand for onling library services from its users countywide,

Requests for Information

This financial report is designed to provide a general overview of the revenues it receives for
all those with an interest in the Library's finances. (Questions concerning any of the
infonmation provided in this report should e addressed to the Director, at 244 West Michigan
Avenue, Jackson, Michigan 49201, phone 517-758-409%.
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ASSETS:

(ash and cash eguivalents

Investments

Accounts receivable:
Penal fines
Conlributions and grants

Property taxes receivable

Capital assets, net

Total asscts

LIABILITIES;

Accounts payable

Accrueed liabilitics

Accrued paytoll

Deferred property taxes

Deferred revenue

Woacurrent liabilities:
Compensated absences

Tota! liabitities

NET ASSETS:

Invested 1o capital assets, net

Restricted
Tnrestricted

Tatal not assets

JACKSON DISTRICT LIBRARY
STATEMENT OF NET ASSETS
DECEMBER 31, 2007

The aceompanying notes are an intepral part of these financial statements.

e

GOVERNMENTAL
ACTIVITIES

£ 1,206,148
054,348

58,406
50,000
3,654,695
2,234,057

$ 8,257 654

S 40,692
17,452

54,098

3,654,655

140,595

310,423

4,215,805

2,334 057
173,305
1,531,397

3 4 008 759
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JACKSON DISTRICT LIBEARY
GOVEENMENTAL FUND BALANCE SHEEL

DECEMEER 31, 2007
GOVERMNMENTAL
ASSETS: FUND
Cash and cash equivalents $ 1,206,148
Investments 954,348
Accounts receivable:
Penal Fines 58,406
Contnbutions and grants 50,000
Property taxes Teceivable 3,654,695
Total assets b 5,923,337
LIARILITIES:
Accounls payable 3 40,692
Accrued liabilities 17,492
Accrued payroll 54,998
Deferred property taxes 3,654,005
Deferred revenue 140,595
Tata) liahilities 3908472
FUND BALANCES:
Rezerved 200,387
Dosigmated 00,000
Unreserved/Undesignated 1,314,738
Total fund balance 2015125
Total liabilitics and
fund balance 5 5,023,507

The accompanying notes are an integral part of these financial statements.
R



JACKSON DISTRICT LIBRARY
RECONCILIATION OF GOVERNMENTAL FUND BALANCE SHEET
TO TIIE STATEMENT OF KE© ASSELS
DECEWMBER 31, 2007

TOTAL FUND BALANCE - GOVERNMENTAL FUND S 2,015,125

Amounts reported for governmental activites in the
statement of net aszets are different becawsa:

Capital assets used in governmental activitiss are not financial
resnurces and therefore are not reported in the governmental
[umd balaneve sheet. Net of accummuiated depreciation. 2334 057

Long-term lisbilitics are not due and payable o the current
period and therefors are not reported in governmental funds. (310,423}

TOTAL NET ASSETS - GOVERNMENTAL ACTIVITIES 3 4038758

The accompanying noles are an integral part of these financial statements.
9.



JACKSON DISTRICT LIBRARY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN TUND BAL ANCE-
GOVERNMENTAL FUND
FOE THE YEAR ENDED DECEMBER 31, 2007

GOVERNMENTAL
FUND
REVENUES
Property taxes B 3,578,570
State shared revenues 125,240
Coop rermbursement 64,344
Fines and fees 105,081
Wileo rentaly 65,765
Penal fines 474,237
Investment income 166,381
Contributions and grants 162,476
Other revenues 50,821
Total revermes 4,813,018
EXPENINTURES
Culture and recreation 5,244,494
EXCESS OF REVENLUE OVER
(UNDER) EXPENINTURES (431,476)
FUND BALANCES, BEGINNING OF YEAR 2,446,601
FUND BALANCES, ENIY QF YEAR b 2015125

The accompanying notes are an integral part of these financial statements,
A10-



JACKSON DISTRICT LIBRARY
RECONCILIATION OF THE STATEMENT OF EEVENUES, EXFENDITURES AND CHANGES IN
FUND BALANCE OF GOVERNMENTAL FUND TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2007

WET CHANGE IN FUND BALANCE - TOTAL GOVIERNMUENT FUND 5 (431,470)

Amounts reported for governmeatal activities in the Statement of Activities
are different because:

Governmental funds report capital outlays as expenditures; in the
Statement of Activities, these costs are allocated over their
cstimated useful lives as depreciation:

Capital outlays 911,006
Depreciation cxpense {550, 44M
Architectual fees puid in preor years wore capitalized in anticipation of
a millage proposal for capital iraprovements. In 2007 the proposal was
neglected by the voters, These fees were expensed in 2007, (107.024)
Increase in non-current ltability for compensated absences payable
is an expense m ihe slalement of activities bat is not an expenditure

in the governmental funds. [18.399)

CHANGE IN WET ASSETS OF GOVERNMENTAL ACTIVITIES ¥ (196,333)

The accompanying notes are an intearal part of these financial statements.
il-
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JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

NOTEL 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Jackson District Library conform o accounting principles
eenerally aceepted in the United States of America (GAAP) as applicable to governmental
upits, The following is a summary of the zignificant accounting policies used by the Jackson
District Library:

A, REPORTING ENTITY

The Jackson DHstrict Library (the “Library’™) was formed January 1, 1978, from a consolidation
of the City of Jackson and County of Jackson Library systems. The Library is governed by an
appointed board of trastees with seven-members.

B. GOVERNMENT WIDE AND FUND FINANCIAL STATEMENTS

The povernment-wide financial stalements {ic. the statement of nef agsets and statement of
activities) report information on all of the nonfduciary activities of the Library.

The statement of activities demonstrates the degroe to which the direct expenses of 4 given
function or segments are offset by program revenue. Direct cxpenscs are those thal are clearly
identifiable with a specific functton or segment. Program revenues include (1) charges to users
or applicants who perchase, use, or directly benefit from goods, services, or privileges provided
by a given function ar sepment; and (2) grants and contributions that are restricted fo meeting
the operational or capital requirements of a particular function or sepment.

C. MEASUREMENT FOCLS. BASIS O ACCOUNTING ANE FINANCAL
STATEMENT PRESENTATIOMN.

The govermment-wide financial statements arc reported using the economic resources
imcasurernent focus and the accrual basis of accountimg. Revenue 15 recorded when carned and
expenses are recorded when a liability is incurred, regardless of the liming of related cash
flows. Propetty taxes are recognized as revenue in the year for which they are levied. Grants
and similar items ave recognized as revenue as soon as all eligibility requirements imposed by
the provider have heen met.

Govermrnental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting, Revenue is recognized as
s00n as it i3 both measurable and available. Revenue is considered to be available if it is
collceted within the carrent periad or soon encugh thereafter to pay liabilities of the current
peiod. For this pumpase, the government considers revenues to be available if they are
collected within 60 davs of the end of the current fiseal period. Expenditures generally are
recorded when a liability i1s 1ncurred, as under acerual accounting. Ilowever, expenditures
relating to compensaied abscnces, and claims and judgements are recarded only when payment
is due.

-12-



JACKSON DISTRICT LIERARY
WOTES TO FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
"The Library reports the following major govermnmental fund,
General Fund

The (eneral Fund is the general operating fund of the Library, It i wsed to account for all
financial resources.

D: ASSETS, LIABILITIES, AND NET ASSETS

Bank Deposits and Investments

Cash and cash equivalents are considered to be cash on hand, demand depesits, and shori-termn
investments with a maturity of three months or less when acqeired. Investments are stated at
Fair value.

Receivables and pavables

All trade and properly tax receivables are shown as net of allowance for uncollectible amnounts.
Property taxes are levied on each December 17 on the taxable valuation of property as of the
preceding December 31¥, Taxes are considered delinguent on March 1% of the {ollowing vear,
at which time penalties and interest are assessed,

Prepaid Ttems

Certain payments o vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both goversment-wide and fund financial statements.

Restricted Assefs

Restricted assets consist of cash and investmenls that kave been restricted by the donor at the
date of the gift.

A joint venfure exists between the Jackson Districl Library and the Jackson Community
College to operate and maintain an automated library system to be shared between the two
parties. Cash received from the Jackson Community College is restricted for the maintenance
and operation of the system.

Capital Asscts

Capital assets, which inclede books and related materials, property and equipment, are defined
by the Library as asscts with an initial individual cost of more than $5,000 and an estimated
wseful life 1o excess of two vears, (Computers or property and equipment purchased in proups
arc combined for the purpase of the capital threshold amount.)

Compensated Absences

It is the Libranes policy to permit employees to accumulate earned but unused sick and
vacation pay benefits. All sick and vacation pay is acerued when incurred in the Statement of
Mot Assots,

-13-



JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

I: ASSETS, LIARILITIES, AND NET ASSETS (Continued)

Fund Equily

In the fund fnancial statements, governmental funds report reservations of fund balance for
amounts that are nol available for appropriation or are legally restricted by outside parties for
use for a specific purpose. Designations of fund balance represent tentative management plans
that are subject to change.

E. ESTIMATES

The preparation of financial statements m accordance with generally aceepted accounting
principles requires management to make estimates and assumptions that effect certain reported
arnounts and disclosures. Accordingly, actual results could differ from those estitnates.

NOTE 2;: STEWARDSHIF, COMPLIANCE AND ACCOUNTABILITY

Annual budgets are adopted on a basis consistent with generally avcepted avcounling prmeiples
fur the governmental fund. The budget document presents information by fund and function.
The legal level of budgetary control adopted by the govemning body is at the line item.

Encumbrance accounting is ctuploved in the govemment fund. Encumbrances (e.g., purchase
orders, contracts} oulslanding at year end are reposted as reservations of fund balances and do
not constitute expenditures or liabilities because the goods or services bave not been received
as of year end; the commitments will be reappropnsted and bonored during the subsequeint
year.

Execess of Expenditurcs Over Appropriations in Budgeted Funds

During the year ended December 31, 2007, the Library incurred expenditures in the General
Fund which were in excess of the amounts appropriated. The vanances are as follows;

Budget Actual Yariaves
Salarics and wapes § 2580000 0% 2384350 %3 {4,350
Board per diem 3,400 5,730 {330}
Unemployment . 1,166 (1,165}
Prnting/promotions/publicity 51,273 51,364 (91}
Contracted services:
Building/grounds 51,000 53,273 (2273}
Softwarciupgrades [6,228 17,200 (%81}
Other 41,730 42,566 (1,136)
Sithitntal ¥o2,7Md5631  F 2755938 % {10,327

-14-



JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

NOTE 2: STEWAEDSHIF, COMPLIANCE AND ACCOUNTABILYTY (Continued)

Budget Actual Varianece

Subtotal 2745631 F 2755938 % {16,327)
Building and mainterance supply 13,305 13,840 (535)
Professional memberships and dues 5,400 5514 (L18}
Staft developroent 20,279 21,273 (9594)
Transportation E,000 2,642 fod2)
Mileage reimbursement E1,000 11,191 (191}
Utilities 02,000 96,5841 (4,641%
Drata lines £2,000 B6, 080 {4,980
Hardbound/trade books 376,500 389,171 12,6713
Audio-visual 145,225 149 318 (4,293}
Building repairs and malatenance 15,521 15,710 {189}

Total S 3514861 & 3554442 & (30381

NOTE 3: CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash, cash equivalents, and investments of the Library can be defined as follows:

Cash and cash equivalents censist of cush on hand, deposits (checking accounts), and
investments with an original maturity no greater than 90 days. Deposits are in one local hank
with accounts in its name. Surplus funds are invested in accordance with state law and Board

rezofutions. Authorized mevestments include:

1) Bonds, securitics and other obligations of the United States or an agency or
instrumentality of the United States,

{2} Certificates of deposit, savings accounts, deposit accounts or depository receipts of a

financial instimtion, but only if the financial instifution is eligible to be a depository of

funds belonging to the statc under a law or rule of this state or the United States;

{3) Cominercial paper rated at the time of purchase within the highest classification

established by not less than two standard rating services, and that matures not more than

270 days from the purchased date;

{4) Repurchase agreements consisting of inslruments listed in subdivision (1) above;

{3) Bankers' scceptances of United States banks;

{6) Mutual fands registered under the Investment Company Act of 1940, and with
authority 1o purchase only investment vehicles that are legal for direct Investment by a

public eorparation;

{7) Obligations deseribed in (1) through (6) as named above is purchased through an
interlocal agresment under the Urban Cooperation Act of 1967
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JACKSON IMSTRICT LIBRARY
NOTES TO FINANCIATL STATEMENTS
NOTE 3: CASH, CASH EQUIVALENTS AND INVESTMENLS (Continued)
{8} Investment pools organized under the Surplus Funds Investinent Act 367 of 1982;

{9] Investment pools orgamzed under the Local Governmment Invesiment Pool Act 121 of
1385,

The (fovernmental Accounting Standards Board Statemcnt No.o 3 risk disclosures for the
Library’s cash deposits are as follows:

Carryiong

Deposits Amount
Imprest cash b 0
Insured (FDIC) 100,004
Uningured 1,105,438
5 1206148

The Library’s deposits are in accordance with statutory authority,

The Library’s investments are categorized below to give an indication of the level of risk
wssumed by the Library, Risk category 1 includes those investments that meet any one of the
following criteriar insured, registered, or held by the Library or its agent. Risk categories 2 and
1 include nvestments that are neither insured nor rezistored. Category 2 ineludes investments
that are held by the counterparty's ttust depariment (or agent) i the Library’s name. Category
3 includes investments held by the countcrpanty or the countorparty’s trust department (o
agent) but not in the Library’s name,

Category Category Category
Imvestment 1ype 1 2 3 Tatal Cost
Imvestment - Cash 5 454874 § - % - % 43R 5 454774
Cirvernmert bonds - 40,515 - 490,515 476,779
Corporile cuilics - 7,050 - 8 050 1,933
5 454,874 % 490474 § - % 0S47%48 % 03R606

The comorate equities represent mutual fimds donated divectly to the Tackson Ihstrict Library.
Investment and deposit risk

Tnterest Rate Risk; State law limits the allowable investments and the maturtties of some of the
investments. The Library’s investment policy does not have specific Dimats i excess of state

law on investmtent maturities as @ means of managing its cxposure to far value losses ansing
from increasing interest rates.
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JACKSON DISTRICT L1IBRARY
NOTES TO FINANCIAL STATEMENTS

NOTE 3: CASH, CASH EQUEVALENTS AND INVESTMENTS (Continucd)

Credit Risk: State law limits investments to specific government secunilics, cerlificates of
deposits and bank accounts with gualified financial institutions, commercial paper with specific
maximum maturities and ratings when purchased, bankers acceptances of specific financial
institutions, qualified memal funds and qualified external investment pools.

Custodial Credit Rislk: Custodial credit risk is the sk that in the even! of a bank failure, the
Library’s depasits may not be retimned. State law does not require, aad the Library does not
have, a policy for custodial credit rislk.

Concentration of Credil Risk:  State law permits atlowable investments but does not limit
concentration of credu risk.

NOTE 4: PROPERTY TAXES

Froperty tax revenues shown in the General Fund reflect the 2006 Disirict levy of 2604 mills
on the assessed valeation of property located in the County as of the preceding December 31st.
Assessed values are established annually by the county and are cqealized by the State at an
esfitnated 50% of current market value.

The 2006 levy covers the Library’'s fiscal vear of Jannary 1, 2007 to December 31, 2007, The
2006 tax levy became a lien on properiies on December 1, 2006, and was substantially
eollected in early 2007, Taxes became delinquent on dMarch !, 2007, Taxes receivable
subsgiuent vear, as presented in the Libzary’s financial statements represemts the next
accounting period’s uncollected taxes. Defened taxes represent the subsequent years taxes
both collected and uncollected that are uneamed. These amounts are reported as such because
the tax bills were issued December 1, 2007 for the 2008 fiscal year revenae,

NOTE 5: CAPITAL ASSETS

Capital assets, which include property, cquipment and bocks and related materials, arc
depreciated using the straight-line method over the following usciul lives:

Boaks 2 to 10 years
Andio Visual 3 years
Circilating Software 3 years
Computer equipment 5to 7 years
Equipment 5 to 10 years
Building Improvements 15 to 30 years
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JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

NOTE 5: CAPITAL ASSETS (Continued}

Capital asset activity of the primary govermment for the cwrent year was as follows:

Beginning Ending
Balance lncreages Decreases Balance

Governmental Activities

{Capital Assets Being Depreciated:
Land 275900 % - % -5 275000
Buildings 340,837 274,513 107,024 508,386
Buildng Improvements 112,024 - - 112024
Books 1,524,392 400,164 £301% 1,930,183
Andio Visual 522,562 145 518 121,168 550,812
Circulating Software 33,988 3211 7,331 30 468
Compoter Equipment 212,221 74 L0 - 283,221
Equipment 30,878 - - 36,578
Subtolal 31,063,852 211,006 243,916 3,730,052

Less Accumulated Depreciation for:
Land - - - -
Buildings 4,240 11,954 - 19,214
Buildiag Improvements 125 250 - 375
Books 3BL,TAS 51423 8,393 612,795
Audio Visual 317474 341,030 121,168 537336
Circulating Software 21,72 137,961 7,331 152342
Comyputer Equipment t],442 3403 - 64,2335
Egquipment g,569 4329 - 12,808
Subtotal 83,347 350 ,44( 134,802 1,394 805

Net Capital Assets Being Depreciated  $ 2,080,515  F 360,566 3 107024 § 2334057

Under GASE 34 the Library was not reguired to reiroactively report fixed assets. Accordingly
the Library chosc not to retroactively report fixed assets prior to the year ending December 31,
2003,

NOTE 6: COMPENSATED ARSENCES

Full-time Ddstrict employees carn vacation aud sick leave in accordance with the Library’s
personnel policies. After one year, all employees are entitled to vacation earned based on
length of service, and a maximum of one week may he carried over to the following year. All

emplavess earn sick leave at varying rates.

Upon termination, 50% of accumulated sick leave benefits up to a maximum of 90 work days
will be paid by the Library after 2 years of service.

TUnpaid leave at December 31, 2007, which is not liquidated within the current aperating eycle,
has been reported in the governmental activitics,
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JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

NOTE 7: DEFINED BENEFIT PENSION PLAN
FPlan Description

The Library contributes to the Michipan Municipal Emplovees Retirement System. The
“System”, an agent of multiple employer public employee retirement systems, acts as a
common investment and administrative agent for upits of local government in Michigan. The
Library’s payroll, for employees covered by the Svstetn for the vear ended December 31, 2004
was 51479170, Total gross pay for this petod for all crmployess was 32,432,650

All full-time employees become a member of the System on the first day of emplayinent, and
are completely vested after 6 years of service. Nommal relirement beging at age 50-68,
depending on vears of service. Service retirement allowances are based upon percentages
ranging from one to two and one half percent of 5-vear final average compensalion depending
on the bencfit program selected, social security coverage, ete. District employess are required
to contribute 4 percent of their anmual salary to the System. The Library is required to
coatribure the remaining amounts necessary to fund the System based on an sctuarial basis
specified by statute,

Plzn Assets

Information for the amount and types of sceurities icluded in plan assets is not available from
the Systemn. There are no loans from the System at Decetnber 3], 2006, Because these assets
are held by the Michigan Municipal Employes’s Retirement Systen, they are not reported as
assets of the Jacksen District Library in these financial statetnents.

Funding Status and Progress

The “actuarial accrued liability™ is a standardized disclosure measure of the present value of
pension benefits, adjusted for the effects of projected salary increases, estimated to be payable
in the fature as a resall of cmplovee service to date. The measure, also known as the actuarial
present value of credited projected benefifs, is intended to (i} help users assess the plan’s
funding status on a going-concermn basis, (1) asses: progress heing made in accumulating
sufficient assets to pay benefits when due, and (i) allow for comparizons among public
employee retirement plans. The measure is independent of the actuarial funding method used
to determine contributions to the plan.

Funding Status and Progress

The actuarial accrued liability was determined as part of an actuarial valuation of the plan as of
December 31, 2006, the date of the most recent actuarial valuation, Significant actuarial
assumptions used in detertnining the actuarial accrued liability include {a) a rate of return on
the investment of present and future assets of 5.09 per year compounded annually, (b}
projected salary increases of 4.5% per year compounded annually, attributable 1o inflation, ()
additional projected salary mercases ranging from $.0% to 4.2% per year, depending on age,
attributable to setiorityfmerit, and {d) the assumption that benefits will increass 2.5% annually
after retirement for persons under Benefit E-2.
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JACKSON DISTRICT LIBRARY
NOTES TO FINANCIATL STATEMENTS

NOTE 7: DEFINED BENERIT PENSION PLAN {Continued)

At Tanuwary 1, 2007, the assets in excess of the actuanial accmued Lability for the Jaclksen
District Library were $1,241,753 determined as follows:

Actusrial Acerued Liabiliy:
Retirges and beneficiaries currently
receiving benefits L) 1,712,335
Terminated employeess not yel receiving benefits 461,412
Nogrvested terminated employess {pending
refunds of accumulated member contributions) 21,761
Cuwrent emplovees:
Acourmlated comploves contributions,
including allocated investment income 453,550
Emplover financed 1,309,064
Total Actuarial Accrued Liability 3,900 652
Net Assets Available for Benefits, At Cost
{Market value & 35,275,181) 5,202 405
Overfunded Actuarial Accrued Liability 3 1,241,753

During the year caded December 31, 2006, the plan for the Jackson District Library
experienced # nel change of 88,917 in the excess actuarial accrued liability. The combined
chatige in the actuarial acomed liability resulting from beochit changes, if any, and revisions in
actuarial assumptions is $0.

Contribution Requircments and Contributicas Made

MERS funding palicy provides for periodic employer contributions at actuarially determined
ratcs that, expressed as percentages of annual covered payroll, are designed to accumulate
sufficicnt assets ta pay benefits when due. The nornmal cost and amortization payment for the
vear cnded December 31, 2006, were determined using an attained age actuarial funding
method. Unfunded zctuarial aceraed liabilities, if any, were amortized as a level percent of
payroll over a period of 30 vears,

During the year cnded December 31, 2006, no employer coatribetions were made in
accordance with contibution requrements determined by an actuarial veluatios of the plans as

of December 31, 2006, Employee deductions are remnitted to the plan monthiy.

Significant actuarial zssumptions uscd 1o compute contribution requiretnents were the same as
thnse used to compute the standardized measure of the pension beaefit obligation.
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JACKSON DISTRICT LIERARY
NOTES TO FINANCIAL STATEMENTS
NOTE 7: DEFINED BENEEIT PENSION PLAN (Continued)
Ten -¥Year Trend Information

Historical trend information, as contained in the acluarial valoations for the periods mdicataed,
iz a5 follows:

Val. LCAL as
Date Met Assets Actuarial {rerfunded Annual Percent of
Dec. Available Accroed Percont Accrued Covered Annual
| for Benefifs Liabilities Funded Liubilities Pavroll Payrofl
1997 5 2,717,833 51,964,275 138% & 75354% 5 TRIDLY 6%
19098 3037, 748 2153152 141% 534,505 THTST 113%
1994 3,471,060 2071, 554 168%; 1,399,536 912232 153%
2000 3,790,968 2,344,168 162% 1,446,208 R 308 146%
2001 4,061,618 2616322 155% 14457204 1,111 928 13004%
2002 4,172.08 2899437 144%; 1,272,643 1,130,714 113%
2003 4 462 26l 3,360,487 133% 1,095774 1,304,603 B4
2004 4,719,322 3,507,305 135% 1,212,517 1,194,149 102%
2005 4. 913,37 3,682 540 133% 1232736 1,249477 bty
2006 5,202 ap 3960652 131%, 1,241,753 1479170 84%

Ten-year trend information presenting the MERS progress in accumulating sufficient assets to
pay benefits when due is presented in the January 1, 2007 MERS Comprehensive Annual
Fepart.

KNOTE 8: JOINT VENTURE

The Library entered into a joint venhue with Jackson Communily College on Scptember 25,
1991 to acquire, install, operate, and maintain an autemated library system to be shared
between the parties. The initial system cost, foture additions, upgrades and maintcpance are
shared by Jackson Distriei Libvary and Jackson Community College at a 273 - 13 ralio,
respectively. An Opportunity Fund was established with each member depositing 35,000 in an
eserow aecount, The total halance in the investment account is $397,038 which is offset by a
liability for Jackson Community College’s portion of the $140,595 at December 31, 2007,
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JACKSON DISTRICT LIBRARY
NOTES TO FINANCIAE. STATEMENTS

NOTE 9: RESERVED FUND BALANCE/RESTRICTED NET ASSETS

The amaounts reported in the Statement of Met Assets identified as restricted net assets are
comprised of the following:

Restricted fur shared computerization agreement 5 140 595
Restricted for donor imposed restrictions 32,710
Total Restricted Net Assets & 173,305

The amounts reported in the Governmental Funds Balance Sheet as reserved/designated
fund balance are comprised of the following:

Feserved for shared cumputerization agreeinent 5 140,593
Reserved for donor imposed restrictions 32,710
Eeserved for encumberances 27082

Teral Reserved Fond Balance b 200,387
Designated by board action % 500,000

NOTE 10; RISK MANAGEMENT

The Library is exposed to vadous risks of loss related to property loss, worts, crmors and
omissinns and emplovee injuries (worker's compensation), as well as medical benclits
provided to employess. The Library has purchased commercial insurance to manage these
risks.

NOTE 11: POST-EMPLOYMENT BENEKFITS OTHER THAN PENSION BENEFITS

The Library provides medical coverage in accordance with carrent policies to eligible retirees,
To qualify, to vest, retirees must retire from the Library with 12 years of service, The expense
is recorded as meurred.

The Govermmental Accounting Standards Board has reieased Statement Number 453,
Accounting and Reporting by Emplovers for Postemployment Benefite Other Than Pension.
The pronouncement provides guidance for local enits of government in recognizing the cost of
retiree fealth care, as well as any “other” postemployinent henefits (other than pensions). The
new rules will cause the government-wide fivancial statements to recognize the cost of
providing retiree health care coverage over the working ife of the emplovee, rather than at the
time the health care premiums arc paid. The pronouncement s effective for the year epding
December 31, 2009,

0.
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JACKSON DISTRICT LIBRARY
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THL YEAR ENDED DECEMBER 31, 2007

VARIANCE WITH
FINAL BUDGET
ORIGINAT AMENDETD FAVOEBAEBLE
BUDGET BUDGET ACTUAL {UNFAVORABLE)
Eevenue
Prupurty taxes $ 3,632,223  F 357E5T0 B 3,578,570 % -
State shared revenues | 26,800 125,240 125,240 -
Coop Beimbursement 34,300 49,544 69,544 -
Fines and fees 134,000 104,354 105,581 (3733
Video Bentals 72,000 685,768 65,768 -
Penal fines 500,000 450,000 479,237 20,237
[nvestment income 150,000 113,600 166,381 53,381
Contnbutions and grants 33,401 135,600 162,476 26,876
Cither revenues 36,000 44,512 39,821 13,309
Total Revenpes 4723724 4,090,588 4813,018 122 &30
Expenditores
Salaries and wages 2,500,000 2,580,000 2,584 3350 4,350)
Board per diem 5000 5,400 5,730 {33m
Sacial secmrity 191,250 193,726 193,726 -
Retirement 1.000 1,731 1,731 -
Health insurance 483.000 473,000 472 734 266
Lilz insurance - 2,943 2,043 -
Unemployment 2,000 - 1,166 {1,166}
Direclor's conferences 6,000 3,262 3,242 -
{ffice supplies 33,000 17,000 16,514 484
Postags 25,000 22,700 22,700 -
Coruputer supplies 30,000 18,000 17,528 72
Printing/promaticos/publicity 50,000 51,273 51,364 (91}
Technical processing supplies 20,004 3,004 9,004 -
Contracted services:
Professional 140,000 107,000 106,512 1.1
Office equipment 25000 14,000 15,672 328
Building/grounds £G,000 31,000 53,273 {2,273}
Softwarefupgrades 47000 16,228 17,209 (981}
Other 40,000 41,730 42,866 (1,133
Online compater library catalog 35,000 27,050 25,550 1,465
Shared computerization mamtenance 33,000 30,400 30,400 -
Building and maintenance supply 22,000 13,305 13,840 (533}
(Gifts and memonal matenals 10,000 8,000 7789 211
Professiomal memberships and dues T.950 5,400 5,518 {118
Subtotal 3,789 200 3,694,152 3,702,223 (8,071

23



Expenditures (Continued)
Staff development
Staff recagnition
Telephone
Transportation
Mileage reimbursement
Vehicle repairs and maintenance
Insurance and bonds
Utilities
Indirect State aid
Data lines
Internet access lines
Fax lines
Library programs
Recmitment
Inrerloan
Miscellaneous
Word wise
Baooks:
Hardbound/Trade
Paperback
Reference
Periodicals
Audio-visual
Online databases
Electronic seltware
Bmdery
Contingency
RBuilding repairs and mainterance
Office equipment
Capital outlay-Buildings
Capital cutlay-Computers

Total [xpenditures
Met Change in Fund Balances
Fund Ralance, beginning of year

Fund Balance, end of year

JACKSON DISTRICT LIBRARY

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2007

VARIANCE WITH

FINAL BUDGET

ORIGINAL  AMTNDED FAVORABLE
BUDGET BUDGET ACTUAL  (UNFAVORABLE)
37,800 20,279 21,273 (594)
5,000 400 400 -
30,000 39,000 36,688 2,312
8,000 8,000 8,642 (642}
15,000 11,000 11,151 {191}
4,500 7,525 7,525 -
60,000 50,000 46,587 3,413
9(}, 600 92,000 96,5641 (4,641}
62,900 62,613 62,612 1
53,000 82,000 £6,980 {4,980}
21,560 21,560 21,560 -
1,000 1,000 842 158
64,250 60,250 60,153 47
5,000 - - -
650 513 513 .
5,000 - - -
6,600 12,315 12,315 -
409,400 376,500 189,171 {12,671
13,650 9,000 8,977 23
15,550 11,016 11,016 -
44,500 38,000 37,609 301
179,800 145,225 149,518 {4,293}
67,200 63,000 62,807 193
8,100 3,811 3,511 -
750 02 02 -
8,000 33,000 32,991 9
40,000 15,521 15,710 {189
15,000 7,625 7,624 1
240,000 274,513 274,513 -
61,000 74,000 74,000 -
5,361,210 5,214,420 5,244 494 (30,074
(637,486} (523,832) (431,476) 92,356
2,446 .60 2 446,601 2,446,601 :
$ 1,809,115 $ 1522760 § 2,015,125 § 92,356
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Sechedule of Funding Progress:

JACKSON DISTRICT LIBRARY
PENSION SYSTEM SCHEDULE GF FUNDING FROGRESS
DECEMBER 31, 2007

PBEQ asa
Val. Pension Percent
Date Net Assets Bencfit Assets in Annual of Annual
Dee. Available Obligation Fercent Excess Covercd Covered
£ for Benefits PBO) Funded of PBO FPayroll Pavroll
1993 1,719,555 & 1,164,536 148% % 554610 % 852,956 65%
1594 1,856,723 1,275,004 145% 531,629 TET.400 TT%
1995 2,039,871 1,434,809 142% 603,062 742,610 B1%
1996 2,285,878 1,501,432 152% 784 440 762,957 103%
1907 2,717,823 1,964,275 138% 153 548 TEIOLT D654
1998 3,037,748 2153152 141% 884,590 70,757 115%
1999 3,471,090 2.071,554 168% 1,398 536 912,232 153%
2000 3,790,968 2344160 162% [,446,808 958,308 146%
2001 4,061,816 2,616,322 155% 1,445.204 1,111,928 i30%
2002 4,172,080 2,899,437 144% 1,272,643 1,130,716 113%
2003 4. 462 261 3,366,487 133% 1095774 1,304,603 84%
2004 4,719,522 3,507,305 1353% 1,212,517 1,194,149 1025
2005 4915375 3,682 540 133% 1,232,836 1,249,477 9%,
2006 5,202,405 3,960,652 131% 1,241,753 1,475 170 Bdg
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JACKSON DISTRICT LIBRARY
STATEMENT OF ACTIVITIES - DETAILL
FOR THE YEAR ENDED DECEMBER 31, 2007

EXPENSES:

Salaries and wages L 2,584,350
Boand per diem ' 5,730
Sick and vacation wages [5,399
Eetmement [,731
Sacial security 193724
Health insurance 472,734
Life insurance 2,243
Unemployment 1,166
Director’s conterences 3,262
(ffice supplies 16,516
Postage 22,700
Comyputer supplies 17,528
Frinting/promaotions/pablicity 51,364
Techanical processing supplies 8,004

Contracted serviees:
Professional 213,936
Office equipment 15,672
Building/zrounds 53,273
Software/upgrades 17,204
Other 42 866
Chline computer [ibrary catalog 25,590
Shared computerization agreement 30,400
Building and mantenance supply 13,840
Giftg and memorial matertals 7,789
Frofessional memberships and dues 5,518
Staff development 21,273
Staff recognition 400
Telephone 35,688
Transportation 8642
Mileage reiminirsement 11,191
Vehicle repairs and maintesance: 7,525
Insurance and bonds 48,587
[Itilities 96,641
indirect State aid 62,612
Data lines £6,980
Intemet access lines 21,500
Fax lines H42
Library programs 0,153
Interloans 513
Subtotal 4,289 253
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JACKSON DISTRICT LIBRARY
STATEMENT OT ACTIVITIES - DETAIL
FCR THE YEAR EWDED DECEMELR 31, 2007

EXPENSES: (Continued)

Word wise expenses 12315
Feriodicals 37,608
Omline databases 62,207
Bimdery 602
Contingency 32,501
Building repawrs and maintenatice 15,710
Oifice equipment 7,624
Depreciation 350,440
Txal expendinires 5,009,351
REVENUE.
Property taxes 3,578,570
State shared revenues 125,240
Coop reimbursement 65,544
Fines and fees 105,981
Video rentals 63,768
Penal fines 4749 237
Investment income 166,381
Contributiens and grants 162,476
Other revenues 39,821
Total revenues 4,813,018
Excess of Revenues Orver (Under) Fxpendinires {196,333}
Met Assets - Berinning 4,335,092
Net Assets - Ending 5 4,038,750
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Marxowskl & COMPANY
CERTIFIED FLIBLIC ACCOLINTANTS
2880 SPRING ARBOR ROAD
JACKSOM, MICHIGAN J8203
PHOME {51 7) 782-9351
FAX {517] 7R2-0599

MEMBERS:
ANTERICAMN IMNSTTTUTE OF
F. LAVERIE WMARKCHASEL, CRA. CERTIFED FUBLIC ACCOLNTANTS
FOMALD 1. MARKCANER], CRA, MICH I0AM ASSCIATION OF
DHORIGLAS E. ATEIMG, C.FA. CERTIAED MUIBLIC ACCOUNTAMTS

Board of Trustees
Tackson District Library
Fackson, MI 49201

We have audited the general purpose financial statements of the Fackson Distnct Library for
the vear ended December 31, 2007, and have issued our report thereon dated May 12, 2008,
Professional standards require that we provide you with the following information related to
our aedit.

Our Responsibility under Generally Accepted Auditing Standards

As stated in our engagement letter dated March 31, 2008, our responsibility, as described by
professtonal standards, is to plan #nd perform our audit to obtain reasonable but not absolute,
agsurance that the general purpose financial statetnents are free of material misstatement and
are fairly presented in accordance with accounting principles generaily accepted in the United
States of America. Bocause of the concept of reasonable assurance and because we did not
perform a deiailed cxamination of all transactions, there is a risk that material errors, fraud or
other illegal acts may cxist and not be detected by us.

Az part of our audit, we considered the internal control of the Jackson Idistriet Library. Such
cimsiderations were solely For the purpose of determining cur audit procedures and not to
provide any asserance concerning such internal control.

Significant Accounting Policies

Management has the respensibility for selection and use of appropriate accounting policies. In
accordance with the terms of our cagarement letter, we will advise management about the
appropriateness of accounting policies sod theiwr application.  The significant accounting
policies used by the Jackson District Library are desciibed in Note I to the general purpose
financial statements. WNo new accounting policics were adopied and the application of existing
policies was not changed during the year.

We noted no trapsactions entered into by the Jackson District Tibrary during the year that werc
both significant and unusual, and of which, under professional standards, we are required to
inform you, or transactions for which there is a fack of awthoritative guidance or consensus.



Communication of Anditar/Client Responsibilities
Page Twu

Accounting Estimates

Accounting estimates are an integral part of the general purpose financial slatements prepared
by management and are based on management's knowledge and experience about past and
current events and assumptions abouf future events.  Certaln accounting cstimales ars
particularly scositive because of their sipnificance to the general purpese financial statements
and because of the possibility that future events affecting them may differ significanily from
thiose expected.

Significant Audit Adjustments

Tor purposes of this letter, professional standards define a sipnificant audit adjustment as a
proposed correction of the general purpuse financial statements that, in our judgment, may not
have been detected except through our awditing procedures. These adjustments may include
those proposed by us but not tecorded by the Jackson District Library that could potentially
cauge future financial statements to be materially nisstated, even though we have concluded
that sach adjustments are not mategial to the current financial statements. We proposed several
audit adjustments that could, in our judgment, either mdividually or in the agpregate, have a
significant effect on the Jackson District Library's financial reporting process,

As part of our cngageament, we also recorded several accmal entries which were considered part
of the normal accounting for the Library. This was in accordance with past practice. The
accrual entries included thase for recaivables and acerued expenses.

Disagreements with Management

For purpose of this letter, professional standards define a disagreement with managetment as a
matter, whether or not resolved to our satisfaction, concerming a financial aceounting,
reporting, or auditing matter that could be significant to the general purpose financial
statcments or the auditor’s report. We are pleased to report that no such disagreements arose
during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matlers, similar to obtaining a “second opinion™ on certain situations. If a
consultation invelves application of an aceounting principle to the governmental unit’s general
purpose financial statcments or a determination of the type of anditor’s opinion that may be
expressed on those stalements, our professional standards require the consulting accountant to
check with us to determine that the consultant has all the relevant facts. To our knowledge,
there were no such consultations with ather accountants.

Issues Discusscd Prior to Retention of Independent Auditors

We generally discuss a variety of matters, ineluding the application of accounting principles
and anditing standards, with management ¢ach year prior to retention as the JTackson District
Library's auditors. Iowever, these discussions occurred in the normal course of our
professional relationship and cur responses wore not 3 condition to our retention.



Communication of Awditor/Client Eeaponsibilities
Page Three

Ditficulties Encountered in Performing the Audit

We encountered oo sigmificant difficolties in dealing with management in perfonning our audit.
We were very pleased with the cooperation of the administrative staff. There were two points
which we did want to bring 1o the Board's attention; these points are discussed in the attached
Memorandum of Comments and Roecommendations.

This information is intended solely for the vse of the Board of Trustees and should not be used
for any other purpose. However, this report is a matter of public record, and its distribution is
not limited.

Sincerely,

%'IM‘LL; o : w ; i
MARKOWSKI & COMP , CPAs
May 12, 2008
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May 12, 2008

To the Goard of Trustees
Jackson District Library

We have recently completed our audit of the basic fimancial statements of the Jackson District
Library {the “Library”} for the vyear ended Deceraber 31, 2007. 'The purpose of this
communication s to provide you with additional infortnation regarding the scope and results of
vur audit that may assist you with your oversight responsibilities of the financial reporting
process for which management is responsible. This report is intended solely for the use of the
finance commitiee, board of trustees, and others within the organization.

New Audit Standards

New auditing rules have tesulted in some changes in the communications that we are required
to provide following our audit. These rules require us to more formally commumicate matiers
we note about your accounting procedurcs and internal controls. While we have always
provided our observations in these areas as part of our audit, we are now requircd 10 1€ll you
abowt more itents than we may have in the past and to communicate them in writing,

The new auditing standard {Statement on Auditing Standards No. 112, referred to as SAS 112)
requircs us to inform you about any matiers noted in your accounting procedures or internal
controls that the new audibng standards define as a “sigmificant deficiency™ or “material
weakness.” The new threshold for a “significant deficieney™ is & low one - a significant
deficiency is any faw that creates more than a remotc nisk of ervors in your financial
statements that could matter to a user of the statements. Matters that may be immaterial to the
financial statements still may be classified by the new audiling stapdards as a sipnificant
deficiency.

Tn planning and perfonning our audit of the financial statements of the Jackson District Library
as of and for the vear ended December 31, 2007, in accordance with auditing standards
generally accepted in the United States of America, we considered the Library’s internal
control over financial reporting {imternal control) as a basiz of desigming our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on ihe effectiveness of the Library’s intermal control
Accordingly, we do not express an opinion on the effectiveness of the Library’s internal
contral.

-1-



Owr consideration of intemal control was for the limited purpose deseribed in the precedimg
puragraph and would not necessarily identify all deficiencics in miemal conidrol that might be
sigmtficant deficiencies or material weaknesses.

A control deficicney exists when the design or operaticn of a contrel does not allow
management or ¢mployees, in the normal course of performing their assined functions, 1o
prevent or detect misséatements on a timely basis.

A significant deficiency is a contral deficiency, or combination of control deficiencies, that
adversely affects the cntity’s ability to initiate, authorize, record, process, or report fimancial
data reliably in accordance with accounting principles generally accepted in the United States
of America such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s intemal conirol.

A material weakness is a significant deficiency or combination of signiticant deficiencies that
results in more than a remote likelihood that 2 material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control. During the audit, we noted the
following material weaknesses:

o  Significant auditor jounal entries were required in erder for the financial statements to
he in accordance with generally accepted accounting principles.

Other Matters
GASB 43 and 45 Other Postemployment Benefits

The Jackson District Library provides health msurasce to retirecs who gualify under the
Library’s current policy. Mew accounting pronouncements will require the Library to account
for the unfunded liability beginning Jamuary 1, 2009, The Library wil] need to determine the
funding arrangement in 2008 to be able to start the required reporiing in 2005,

Excess of Expenditures Over Appropriations

Public Act 621 of 1978, Section 18(]1), as anended, provedes that a local unit shall oot ineur
expenditures in cxcess of the amount appropriated.  As detailed in Note 2 of the {insncial
statements the Library incurred expenditures in excess of amounts appropriated. The Library
does monitor and amend the budget. The majority of the excess sxpenditures were duc
primarily to audit adjustments being made in the form of additional accounts payable liabilitics
that were unrecorded as of Tiecember 31, 2007.



Sepregations of Duties

Bevause of the limited size of the Jackson District Library’s accounting staff, proper
segregation of duties cannot be accomplished. This is an inherent weakness in the internal
controls of the Library, The Library does have policies and procedures in place to mitigate
these risks. The Library's management needs to continue to exercise appropriate management
oversight (o help compensate for the lack of staff. The only comective action would be to hire
additional stalf, which is not practical.

This communicativa i1z iatended solely for the infonnation and use of management and the
board of trustees of the Jacksen District Library and is not intended te be and shoutd not be
used by anyone other than these spoecilicd parties.

We welcome any questions you may have regarding the foregoing comments and we would be
happy to discuss any of these or other questions thal you might have at your convenience.

Sincerely,

Warfrwsho. ¢ Lonppnn, s

MARKOWSKT & COMPANY, UPAs



